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To the Shareholders of 


FINLAYSON ENTERPRISES LTD. 


The downward trend in consumer demand for 
your Companies’ products, which was felt in 
the fourth quarter of 1974 and continued into 
the first quarter of 1975, has recently shown 
some signs of bottoming. The results of the 
first half year in the baby products and fragrance 
divisions showed an improvement over budget. 
The domestic textile division was slightly 
below budget and considerably below 1974. 


The restricted “open to buy” positions, slow 
collections and adverse trends noted in previous 
reports continued to affect operations. Costs 
are increasing, with particular pressure on im- 
ported products due to the weaker Canadian 
Dollar. Consequently, profit margins have been 
under pressure and an operating loss for the 
period resulted. This was offset by tax loss 
carry overs and a small after tax profit was 


achieved. 


It must be stressed that a large percentage of 
our annual business volume historically occurs 
in the last half of the year. We are budgeting 
for a return to a more normal profit position 
in the next six months. If the slight sales im- 
provement continues, this budget should be 


achieved. 


R. W. FINLAYSON, 
President 


August 5, 1975 


FINLAYSON ENTERPRISES LTD. 


Consolidated Statement of Profit and Loss 


(Unaudited) 
Six Months Ended 


June30,1975  June30,1974 


Silestaae = at a een oe eee ee ee ee en RCRD TG (2,981,347) 


Profit: (Lass) on Operations 2 ere to en ee mae ss (8,541) 90,369 
Provision for Income Taxes (refundable)....... diel gh ENS AAA (4,139) 76,884 
Profit (Loss) on Operations before Extraordinary Item....... eee C (4,402) 
Extraordinary Item—recovery of income tax through 

carcy=forwatd of loss ofsprior year)... ee ee ee 10,857 _ 
Net Profit. 3. TS Ae Ge eae Raa Per aie ee cree $ 6,455 $ 13,485 


Earnings (Deficiency) pe¥ Common Share after providing 


for dividends on Preferred SEES | = 
Before Extraordinarysltenmis, once ee Fangs eee a 32.7 cents) (15.7 cents) ) 
After Extraordinary Item....... ERE sik Bee 3 (eon n FR i (18.7 cents) (15.7 cents) 


Consolidated Statement of Changes in Financial Position 


(Unaudited) 
Six Months Ended 
June30, 1975 June 30, 1974 
Source of Funds 
Consolidated INet Protit’...--..-- eee 5 erie ene dae $- 6,455 $ 13,485 
Add: Depreciation, a non-cash outlay..... Seer Aer rte ea ee eae 30,882 21 673 
Funds provided from operations...... sR AG ak ns moe Soest oor $ 35,158 
Application of Funds 
Net Acquisition of Fixege Assets). 3.2. sta tes aoe ee se ees 24,627 22.730 
Dividends: Preferted’Shares. "5c: a ee eee ee 21,011 25,680 
Increase in Cash Value of Life Insurance Policies............... 1,453 1,537 
Reducgon of Long Lerm Debtie.cs-9.. 6. to ete 1,498 1,500 
Total.Funds:A pplied a1. o.oo ae ee ee a $ 48,589 $ 51,447 
Decrease in Consolidated Working Capital....................006. $7 etl 252 $ 16,289 
Consolidated Working Capital at Beginning of Period.............. 1,422,836 1,704,508 
Consolidated Working Capital at end of Period.................... $1,411,584 $1,688,219 


To the Shareholders of 


Pee SON ENTERPRISES “LTD. 


The decline in demand for the products your Company sells, which started in the last half of 1974, reached bottom 
in the summer months of 1975. Sales increased in the last quarter of the year 1975. As a result total sales gained 
almost 7% in the year 1975 versus 1974. There was a larger demand for fragrances, cosmetics and infants’ wear with 
only the household textile division showing a decline. A corporate simplification programme was instituted which 
created economies. The overall result was an increase in profits after all charges from $43,387 in 1974 to $161,317 in 
12775: 


During the year particular attention was given to the introduction of new products and to strengthening your 
Company’s sales personnel. In the Beauty division several new groups of products were introduced and reception in 
the trade has been very satisfactory. An important new fragrance will be added to the Wood group in the last half 
of the current year which should increase sales in this division. Also a new group of products are being : added in the 
household textile division. The Cezanne cosmetic division is experiencing greater acceptance of its products. It is 
felt that this will turn into a profitable unit. Necessary personnel in manufacturing, sales and administration have 
been added. While this entails increased costs, it is believed this is the only way the Company can continue to 


! 


expand its business. 


Despite the introduction of the anti-inflation legislation which has caused uncertainties and unrest in the trade, we 


are budgeting for record sales and profits in the year 1976. Sales in the first two months of the year in all divisions 


have shown substantial increases over the same period last year. Your Company is in a strong financial position. In 


~ August 1976 the last pa ton our long term debt will be made. Unless business conditions deteriorate, we are 


anticipating a good year in 1976. 


R. W. FINLAYSON 
President 


March 26, 1976 


ASSETS Ste : 
. “se | toe 19750 
CURRENT | Lea a 
Cadi eon ce ce ek ee ree tk ct eRe tes: $ 22394 $ 
Short term deposit. receipts 0.2 feel ee eoe- ted ee ee ee oe ee Gi ee ~ 
"Aacouiirta reccivable’. ec eee ee eee ee ee ad ean * ae Rog eters em aa 1,432,976 
Merchandise inventories, at lower of cost and net realizable value ............. u SPA 5 ods . B 1,572,370 | 
Income’taxes refundable: a5 0 sacs 21a boeiechh ie hoes a es ee oa 10,175 
Prepaid expetites coc 5.04. 00:85 5 vn gan + cael eo adage - Spek eee ke ee OH 117, 077 
TOTAL CURRENT ASSETS 2.4)... 238 er. AA bees eee eects eeeeeeeees 3,154,992 2,8 
FIXED : 
Equipment, automotive equipment and leasehold improvements, at cost...... ; ete aoe oe: 623,625 
Less accumulated depreciation .........---..++++5: ORs ie 0 leak ee eee as 439,900 
TOTAIZ FEXED ASSETS © 2.3 22 ater tee re ares be Res 183,725 
OTHER 
a Sap fe a 
Cash value ‘of life insurance policies: « 5 2:2 < scp oe. 2 eta cle ei toe im ee ree 58,199 
Approved on behalf of the Board: | | ss 
R. W. FINLAYSON, Director * 
G. A. BODDY, Director : i. 7 
: $3,396,916 
AUDITORS’ REPORT ~ 
To the Shareholders 
FINLAYSON ENTERPRISES LTD. , ¢ 7% 


me 


We have examined the Consolidated Balance Sheet of Finlayson Enterprises Ltd. and Subsidiary Companies as at 31 December 1975 and 
the Consolidated Statements of Retained Earnings, Profit and Loss and Changes in Financial Position for the year then cae Our 
examination included a general review of the accounting procedures and such tests of accounting ee and other enor evidence as as ii 


we considered necessary in the circumstances. 


the results of their operations and the changes in their financial position for the year then ended, in accordance with generally accepted 


accounting principles applied on a basis consistent with that of the preceding year. _ / 
DUNWOODY & COMPANY “ ae 
TORONTO, ONTARIO, 15 March 1976 Chartered Accountants 


2e 


x 


: R I S E > L T Dy 
as si Deccinber 1 ? 75 ie 
Ber os LIABILITIES 
ie he ee | 1975-1974 
Bank indebtedness Pe ath ast PER Ne lho eh aad ae ek ene oe . $332,183 $ 350,260 
"Note payable, ey ae are ar eae Bi cay Re ne Rie Ae Ge EY os I 155,000 = 
Aen "Accounts payable and accrued charges ............ ; ee at: eee , hee Pata NRE e DAA NY, 1,093,696 642,588 
a ee ae and withholding fakes hats | Ip Om MSROE SSE Ce Bae I i Bree eh: OR pate As 56,503 75,014 
i “Current portion of long term debt, i Cogs ead On ene Ne ia, Py NOR On aC NERC Ree Mm SIP 61,498 63,000 
SIOTAL CURRENT TANDILIDIES shoe 5) EE GU ten CAEL mana oe 1,698,880 1,130,862 
E e =~ ais hy eh Asc etn, se ne aves AIR - 61,498 
mo lanes el Were 1,698,880 1,192,360 
" SHAREHOLDERS’ EQUITY 
pa: SHARE CAPITAL. 
Bey)’ ‘ ead | Authorized / 
Bi I 2, 228,758 6% cumulative preferred shares of par value $1 each, 
a i is | redeemable at the amount paid up thereon 
. i. 116,133 Common shares of no par value 
7s en sued and fully paid 
BR 9) 700383 Preferred shares: ....i.cesesecceveveceuveserequs Fae Cae LP ... 700,353 700,353 
ae 77,817 Common shares...... ions promt Ren Ta REE a Oe ee Re eae 281,671 281,671 
Be, akg mv. | ‘ aes 982,024 982,024 
Hy RETAINED “TACIT eer Re Rt an OR ct rr als Es 716,012 604,498 
sy oo Pe PA SEAREHOLDERS BOUITY.. Jt; 05 sues ve Re Ua aha See t 5 ele ete 1,698,036 1,586,522 
G = $3,396,916 $2,778,882 
| . Consolidated Statement of Retained Earnings for the Year Ended 31 December 1975 © 
iow, 1975 1974 
Pte ee PEIN OR VEARY 1 acc s ena beep ee ares. Geto k ase, $ 604,498 $ 635,815 
4 Net profit for year ete Piiiobarc a haben. tHe eae iic tee 2 caer 5 RAI Renna rien na ant nod MOE BIT) 943,887 
ae 3 765,815 679,202 
Cash dividends paid during the year : 
Peclerieashattenw ys stew 75-5 «%- Me eee Nek eh oe AB a, Gao, Seema | Came ot tel itt 42,021 51,359 
ao Ocean I oe ' Pn ee hia tee ote UE a  naee aa . 7,782 23,345 
ag ; ae 49,803 74,704 
"BALANCE, END OF SO 5, neces ate OLN ee. $ 716,012 $ 604,498 
‘ 


FIN DA Y¥ SOON] ~B Nate PRS shes a iee ie 


AND SUBSIDIARY COMPANIES 


J 


Consolidated Statement of Profit and Loss for the Year Ended 31 December 1975 


SALBS Crer\lores 2 kee ee aes ene eet ee TRA, Mice Sientn eet 


Profit on operations for the year, before accounting for the undernoted items.................--- 
Add: Income from inwestimenteoi ck. oe hee ae Salen No ae a Re 
Less: Interest on indebtedness not initially maturing within one year.......... ae Oe 

Provision for depreciation and amortization of fired assets. a) ratry ee eee ee 
PROFIT BEFORE INCOME! FAXES AND EX RIA@RIDUN A Rey let Veer ree are 


[GOnFe LAKES seve Se Bye Wye lovato wc Beh ae IN Tee ea 


Extraordinary item 
Income taxes recoveredion lossicarry forwardys ase aus acs, ae ee ee 


NET PROFIT FOR YEAR, note7 


wi ya: feo tal Taso, aise) a) (oe)! e(6ire) (Bice: © 0)".6) 8 9) ten we) <é1 elie) veiuslie) ie) ia (sl we, 62's) (e Seika) Mei sie! 6) aael tat wale 


Consolidated Statement of Changes in Financial Position 
for the Year Ended 31 December 1975 


SOURCE OF FUNDS 
Operations 
Net profit for yoanPtegr so aca Ae be arcisital ances en Set an eee ee ee 
Depreciation and amortization, items not requiring an outlay of funds. ..... ; Rise settee ha 
FUNDS: OBTAINED! FROMPOPERA TIONS 5.1.6 5.0 att one rene tee ee tee oa eo hy a 
Proceeds'on disposal of fixed assets::. ...4 ham 24 yeaa hee aime ere, any eee GEE ee tees 
TOFAL’ FUNDS: OB LAINED .c8 coke sea ee hee 


APPLICATION OF FUNDS 
Acquisition of fixed assets.'<....n\i0' 1 och cence eae ae ea ae emer oes ean re ae oe? 
Increase tn.cash-valie of hfe misara nce poltctess me: 1 aera a ee er 

Reduction‘ot long-term debt, <. 24 aa ee penn et ee ee PE SAR D aed 

Redemiption of preferred shares) ss..27 20 Giae ate ae ac ce cae ere ae es 

Dividends paid during year—Preferred shares 


eal ae Ae [eo] 8) 0-25 4 ede Ss) wo, mila) cole, eae) ae) me ORS a eke) €. (a) eh(e (6) a le: ef m0 es%e,) ai). 


SEC OmimMOe SALES < eo etn ae 5 a aes Meee ee tn aa a 


o iey’s) at ah'a ie > Ne! 6) 0 “a! els) wine (shies, 6. mj 0 @ fee): 


1975 1974 
$6,634,878 $6,217,836 
209,274 205,696 
Es 27,141 
209,274 232,837 
5 
45,596 46,808 
52,971 58,867 
156,303 173,970 
70,986 4a0%es 
85,317 43,387 
76,000 BS 
$ 161,317 $ 43,387 
$ 161317 $ 4330 
45,596 46,808 
206,913 90,195 
6,739 8,528 
213,652 98,723 
66,243 84,130 
2,832 2,925 
61,498 63,002 
a 155,634 
42,021 51,359 
7,782. 23,345) 
180,376 380,395 
33,276 (281,672) 
1,422,836 1,704,508 
$1,456,112 $1,422,836 
eee 
$3,154,992 $2,553,698 
1,698,880 1,130,862 
$1,456,112 $1,422,836 
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Role Neen aco) INO. EON ‘TE Ree RTS BS." Lab D*. 


AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


31 December 1975 


PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of all subsidiary companies each of which is wholly-owned. 


NOTE PAYABLE, .... Te Fear ate eg ae See eine Oe ts ACU mete OTST 8 + biota nse cheat ACK IAA Anat Wa aioe Sh $155,000 
On demand, 9.75%, payable to a Director of the Company. 


LONG TERM DEBT 1975 1974 
Be PSE CHRCGCUEREOLE: i ayainiayan 0. Sigcus stan egersas nett eae SES ERI Te CSET REE AES 5.) OLE A Larter $ 60,000 $120,000 
Brett oM Wer el a inten eal KlOA@) 46 er ete ec ric a Pa MS Ie ar aik Sa aya hl alos aboichey Hh a NO ele Bice PE oe es 1,498 4,498 
61,498 124,498 
(CiBPR STONE BLS SAE ONO. Zi es etree OTT ARSE UR SE CAREY con RU 9 RR area oe OP ee We 61,498 63,000 
$ - $ 61,498 


The 7% unsecured debenture is repayable 8 August 1976. The debenture is held by a Director of the Company. 
The Industrial Development Bank loan is Reema by a specific charge on certain equipment and fixtures of a subsidiary as well as a first Hoating charge on 


the remainder of the subsidiary’s assets. The loan is repayable in monthly instalments of $250 plus interest at the rate of 9% per annum. 


CLASSES OF BUSINESS 


As required by the Canada Corporation Act the Directors are of the opinion that the proportion of sales from the different classes of business is as follows: 


1975 1974 
TTSNMATMESSS od ab eee hha Eee ree ROE SE Oe ee EN | oO a Es Ot SEE PA eRe Ree ae | et ge $5,087,452 $5,127,531 
Wosneticsanatollethics 65). dee eote Hecack eet eee Hest fe ENR RON cy Se MOR is CMS VAR ttl BENET MEER A 1,547,426 1,090,305 


$6,634,878 $6,217,836 


REMUNERATION OF DIRECTORS AND OFFICERS 


As defined in the Canada Corporations Act the aggregate remuneration of the seven Directors of the Company as Directors amounted to $2,000 
(1974—$2,000); the aggregate remuneration of the five Officers of the Company as Officers amounted to $93,000 (1974—five—$95,500) and one of the 
Directors and Officers received $5,220 (1974—$6,000) from a subsidiary company as an Officer of that Company. Four of the Officers of the Company 
are also Directors. 


As defined in The Securities Act (Manitoba) the aggregate direct remuneration paid or payable to Directors and Senior Officers amounted to $204,041 
(1974—-$247,607). 


LOSSES CARRY FORWARD 


Losses for taxation purposes of approximately $118,000 are available in certain of the group companies for application against future years’ profits of 
which approximately $15,000 expire in 1977, $2,000 in 1978, $98,000 in 1979 and the remainder in 1980. 


EARNINGS PER COMMON SHARE 


pro fiqne tor cexteaQrainary 1Eeti'. a1. loa skis adi tasac econ sacra ce rem eee ce eee ela St eae ag RMIORD eles ed foie Ze soa a woe 
REVO GINATNAECI gS ascttrioch asia he Seed Gio Fig oo cpt ape Ppa ke Sas okey se er hae ee IEA a ARM oe eel a 


BNSC OTHE Lat veal wis xctrieceigih eiemhe Ga piece Lae re ianteh ain deaccns a RAR cage tantO carte Sia ac ole eRe cre ee ments ga nee ea. 


FOREIGN EXCHANGE 


Liabilities in foreign currencies are converted at the rates of exchange in effect as at 31 December 1975. 


CONTINGENT LIABILITY 


Certain of group companies are appealing from a decision of the Tax Review Board upholding income tax re-assessments totalling approximately 
$190,000 including interest for the years 1966 to 1968. No provision has been made in the accounts for these re-assessments as it is the opinion of counsel 
that the Company should probably be successful in having the re-assessments set aside. 


UNFUNDED PENSION BENEFITS 


The Company’s liability under its employee pension plan for unfunded past service amounted to approximately $18,500 which is required to be funded 
in equal annual instalments of approximately $2,300 over the next eight years. 


ANTI-INFLATION LEGISLATION 


The Company is subject to dividend restrictions under the Anti-Inflation Act. For the period 1 January 1976 to 13 October 1976, dividends at the 
regular rate can be paid on the preferred shares and a maximum of $0.30 per share can be paid on the common shares. 


. 


